@) FINANCIAL TRANSPARENCY

&

DESCRIPTION

B Refers to the clarity and openness
of financial records and practices,
including financial statements,

accounting policies, and tax filings.

m Strong transparency means clear,
accurate reporting, and easy access
to the data used to create financial
statements.

B Weak transparency can result in

hidden risks, mismanagement, or
misunderstandings that can hurt

valuation.

WHY PRIVATE EQUITY CARES

B PE firms prefer businesses with strong

financial transparency because it

reduces risk during due diligence and

post-acquisition.

IMPACTS ON SELLER

B Transparency increases buyer

confidence and ensures that all

stakeholders have a clear understanding

of the company’s financial situation.

® High Transparency:
Higher valuation, as
buyers feel confident
that they have a true
picture of the company’s
financial status.

B Low Transparency:

Discounted valuation
due to concerns over
hidden financial risks,
unclear reporting,

or inconsistencies in

financial practices.

EXAMPLE

® Transparency

Improvements: Buyers
may adjust the initial
valuation if transparency
improves but may still
expect discounts until
full clarity is established.

Factors Weak Medium Strong
Financial Poor or inconsistent Not fully standardized or Clear, well organized
Records historical data updated and consistent
Valuation 15-30% discount -10-15% discount +0-10% premium
Impact
Buyer’s BISk High Moderate Low
Perception
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@ CASH FLOW MANAGEMENT

DESCRIPTION

B Refers to the company’s ability to B Weak cash flow management can lead
effectively manage cash inflows and to financial strain, missed growth
outflows to ensure it can meet its opportunities, or insolvency.

financial obligations.

B Strong cash flow management
ensures that the company has enough
liquidity to handle operational costs,
investments, and debt.

WHY PRIVATE EQUITY CARES

® PE firms look for businesses with B Effective cash flow management makes
strong cash flow management as it it easier for a buyer to forecast future
reduces financial risk and ensures the performance and supports post-
business can fund its operations and acquisition investment plans.
growth.

B Strong Cash Flow B Weak Cash Flow ® Cash Flow
Management: Higher Management: Lower Improvements: Buyers
valuation due to valuation due to risks may offer a lower
predictable cash flow and associated with liquidity purchase price if cash
financial stability. issues, high debt levels, flow is weak but could

or inconsistent cash flow. be open to investing
in improving liquidity
post-sale.
Factors Weak Medium Strong
Cas.h Flo.v.v Erratic, dn.‘flcu_lt meeting Occa5|.onal liquidity Stable & predictable
Predictability obligations issues
Valuation 15-30% discount -10-15% discount +0-10% premium
Impact
Buyer’s BISk High Moderate Low
Perception
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€ BUDGETING & FORECASTING

DESCRIPTION

B Refers to the company’s internal
processes for managing and overseeing
its financial operations, including
budgeting, forecasting, and reporting,.

B Strong financial controls ensure
accuracy, compliance with regulations,
and timely decision-making.

WHY PRIVATE EQUITY CARES

m Weak financial controls lead to errors,
inefliciencies, and higher risks of fraud
or non-compliance.

B PE firms prioritize strong financial
controls to mitigate the risk of financial
mismanagement and ensure the
business is run efficiently.

IMPACTS ON SELLER

B Reliable financial controls improve
transparency and help the company
maintain stable operations, reducing
post-acquisition risks.

B Weak Financial
Controls: Discounted
valuation due to
the increased risk
of inaccuracies,

B Strong Financial
Controls: Higher
valuation due to greater
operational efficiency
and reduced risk of

errors or fraud. mismanagement, or

B Control Improvements:

Buyers may initially
offer a lower valuation,
with the expectation
that controls will

be improved after

compliance issues. acquisition.
Factors Weak Medium Strong
Controls & Limited budgeting & Some budgeting & Well established &
Processes no internal audits audits internal audits
Valuation 15-30% discount -10-15% discount +0-10% premium
Impact
Buyer's BISk High Moderate Low
Perception
3 g/\\ Samson
20 Partners Group



QUALITY OF EARNINGS

DESCRIPTION

B Quality of earnings (QoE) refers to
how accurately a company’s reported
earnings reflect its true financial health
& sustainability.

® High-quality earnings come from core,
repeatable operations, while low-quality
earnings rely on one-time events or

hidden risks.

B [¢’s not just about revenue—earnings
quality is influenced by cost structure,
pricing power, customer retention,
accounting practices, and operational
efficiency.

WHY PRIVATE EQUITY CARES

® PE firms want to understand a
business’s true profitability, not just its
top-line revenue.

B A business with high-quality earnings
has stable margins, predictable cash
flows, and resilience to economic
shifts. This also make gives lenders
and investors more confident in the PE

firm and the deal.

B Poor-quality earnings can
mask operational inefficiencies,
unsustainable cost structures, or
underinvestment.

IMPACTS ON SELLER

® Higher Valuation:
Businesses with clean,
reliable, and recurring
earnings command
higher EBITDA

multiples.

B Cost & Margin
Analysis: Buyers will
assess pricing strategies,
supplier relationships,
and cost controls to
ensure earnings are
sustainable.

B Adjustment to Price:
If earnings include
temporary cost cuts,
deferred expenses, or
non-operating gains,
buyers will adjust
earnings downward,
lowering valuation.

EXAMPLE

Factors Low Medium High
Quality of <50% of from core 50-80% from core 80%+ from core
Earnings operations operations operations
Valuation -20-40% discount to EV | -5-15% discount to EV | +0-10% premium to EV
Impact
Buyer's BISk Low Moderate High
Perception
3 g/\\ Samson
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@ CUSTOMER CONCENTRATION

&

DESCRIPTION

® Customer concentration refers to the
percentage of total revenue generated

by a small number of customers.

B A business is considered concentrated

if a single customer accounts for more
than 15-20% of revenue or if the top
ten customers account for more than

50%.

WHY PRIVATE EQUITY CARES

u High customer concentration increases

risk—losing a key customer can

significantly impact revenue and

profitability.

B Can signal a lack of diversification or

customer dependency, reducing overall

business resilience.

B ]t affects the predictability of cash flow,
making it harder to forecast future

earnings and service debt obligations.

IMPACTS ON SELLER

® Discounted Valuation:
A high-risk business with
concentrated revenue
often trades at lower

EBITDA multiples.

EXAMPLE

B Deal Structuring

Issues: PE firms may
push for earnouts or
seller financing to
mitigate risk.

® Post-Close

Requirements: PE
firms may require seller
involvement post-sale to
maintain relationships.

Factors

Customer
Concentration

Low

<20% Top 10 customers

Medium

20-50% Top 10
Customers

High

>50% Top 10 Customers

Valuation +0-10% of EV -10-20% discount to EV | -20-40% discount to EV
Impact
Buyer’s Risk Low Moderate High
Perception
3 8/\\ Samson
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@ CUSTOMER ATTRITION

&

DESCRIPTION

® Measures the rate at which customers
leave or stop buying.

B High attrition or turnover means
customers are less loyal, potentially
indicating issues with service or value.

WHY PRIVATE EQUITY CARES

B Low turnover reflects customer
satisfaction and a stable base.

® High turnover signals potential
instability in revenue and profit
profitability.

streams.

® DPE firms prefer businesses with high
customer retention, as it indicates long-
term sustainability and lower risk.

IMPACTS ON SELLER

® High turnover increases the cost of
customer acquisition and reduces

® Medium Turnover:
Sellers might face

B Low Turnover: Sellers
may be able to command

® High Turnover:

Sellers will likely see

higher multiples and a moderate adjustments a significant discount
smoother transaction in valuation or earnouts in valuation, and
process. depending on retention buyers will require a
improvements. higher degree of risk
mitigation (such as
price adjustments or
= MPLE contingency terms).
Factors Low Medium High
Annual <60% retained 60-80% retained +80% retained
Retention
Valuation 20-40% discount to EV | -10-20% discount to EV +0-10% of EV
Impact
Buyer’s BISk High Moderate Low
Perception
3 g/\\ Samson
20 Partners Group



@ REVENUE MIX, BACKLOG, & SUSTAINABILITY

&

DESCRIPTION

B Revenue Mix: The diversity of revenue W Sustainability: The long-term viability
sources. A balanced mix reduces risk of revenue streams and market position.
and increases stability. Sustainable businesses adapt to market

changes and maintain stable cash flow.

B Backlog: The total value of unfulfilled
orders, showing future revenue
potential.

WHY PRIVATE EQUITY CARES

® Revenue Mix: PE values diversified B Sustainability: PE prefers businesses
revenue for stability and growth. that can weather market shifts and
Heavy reliance on one product/ sustain long-term growth, as they offer
customer adds risk. predictable returns.

B Backlog: A strong backlog indicates
future revenue, reducing uncertainty
and improving forecasting.

IMPACTS ON SELLER

® High Stability: Higher =~ ® Moderate Stability: B Low Stability:
valuation, attractive Moderate discount, Significant discount due
to buyers with less potential for to future uncertainty
perceived risk. adjustments based and buyer concerns over
on future growth or risk.

operational risks.

EXAMPLE

Factors Low Medium High
Revenue <10% fluctuation 10-25% fluctuation >25% fluctuation
Stability
Valuation +0-10% of EV -10-20% discount to EV | -20-40% discount to EV
Impact
Buyer's BISk Low Moderate High
Perception
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@ ORGANIC GROWTH

DESCRIPTION

® Organic growth refers to the expansion ~ ® Key indicators of organic growth

of a business through its existing include revenue growth, customer
operations, such as increasing sales, retention, improved operational
expanding product offerings, or gaining efficiency, and the ability to scale
market share. without relying on acquisitions or

external factors.

WHY PRIVATE EQUITY CARES

B PE firms value organic growth because B Strong organic growth indicates that

it demonstrates sustainable, long-term the company has a solid foundation,
business health. with efficient processes and loyal
customers.

B ]t shows that the company can
generate consistent revenue without the
complexities or risks of acquisitions.

IMPACTS ON SELLER

® High Organic Growth: B Low Organic Growth: B Improved Organic

Higher valuation Discounted valuation Growth: Buyers may
due to consistent and due to concerns about adjust the valuation
predictable growth. stagnation or over- upward if recent growth
reliance on external shows a positive trend,
growth factors. especially with improved
sales or customer
retention.
Factors Weak Medium Strong
Growth Limited, struggling to High growth innovation
Potential expand Moderate growth & market share
Valuati ) . )
aluation 15-30% discount -10-15% discount +0-10% premium
Impact
Buyer’s BISk High Moderate Low
Perception
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@ MANAGEMENT EXPERIENCE & STRENGTH

&

DESCRIPTION

B Leadership residing solely with the

owner also increases the risk profile of

B Refers to the leadership team’s
expertise, depth, track record, and
ability to drive the company’s strategy the business.

and operations.

® Strong management ensures growth
and operational efficiency, while weak
or inexperienced leadership increases
risk and potential instability.

WHY PRIVATE EQUITY CARES

® PE firms prioritize capable leadership ® Experienced management teams
reduce perceived risk, increasing buyer

confidence.

to manage growth, mitigate risks, and
ensure long-term success.

IMPACTS ON SELLER

B Leadership Gaps:
Possible discount due
to perceived risks of
leadership transition.

B Strong Leadership:
Higher valuation due to
confidence in execution.

B Weak Leadership:
Lower valuation due
to concerns over future
performance and
management instability.

EXAMPLE

Factors Weak Medium Strong
- +
Experience <5 years average tenure 5-10 years average 10+years average
tenure tenure
Valuation -20-40% discount to EV | -10-20% discount to EV +0-10% of EV
Impact
_—
Buyer’s BISk High Moderate Low
Perception
3 g/\\ Samson
20 Partners Group



@ COMPANY CULTURE

DESCRIPTION

B Refers to the shared values, beliefs, and ~ ® Can be measured using employee

behaviors that shape how employees retention rate.
interact and work together.

B A strong culture promotes
collaboration, high performance, and
employee retention, while a weak
culture can lead to inefficiencies,
high turnover, and low employee
satisfaction.

WHY PRIVATE EQUITY CARES

B PE firms prioritize company culture B A positive culture reduces operational
because a strong, positive culture risks and helps the company adapt
contributes to employee satisfaction, to changes and challenges more
performance, and retention, all of effectively.

which affect the company’s value and
future growth.

IMPACTS ON SELLER

B Strong Culture: Higher B Weak Culture: B Cultural
valuation due to the Lower valuation due Misalignment:
business’s ability to to concerns over high Potential discount if
retain talent and execute turnover, low morale, the company’s culture
efficiently. and inefliciency. is misaligned with

potential buyers values

EXAMPLE or expectations.

Factors Weak Medium Strong
Employee o o o
Retention Rate <60% annually 60-80% annually 80%+ annually
Valuation -20-40% discount -10-20% discount o
Impact to EV to EV +0-10% of EV
Buyer's BISk High Moderate Low
Perception
7N Samson
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@ SUGCESSION PLANNING

&

DESCRIPTION

B Succession planning refers to the

strategies and processes a company has
in place to identify and develop future
leaders, ensuring a smooth transition

when key personnel leave.

B A solid succession plan ensures business

continuity, reducing disruption from

leadership changes, and protecting the

company’s value post-acquisition.

WHY PRIVATE EQUITY CARES

® PE firms look for businesses that

have a clear succession plan to avoid
leadership gaps, which can disrupt
operations and decrease the company’s

value.

IMPACTS ON SELLER

B A well-prepared succession plan

indicates stability and reduces the

perceived risk associated with the

transition of leadership after the

acquisition.

® Well-Defined

Succession Plan:
Higher valuation due
to buyer confidence in
leadership stability and

continuity.

B Lack of Succession

Plan: Potential discount
due to perceived risks
of leadership disruption
and the need for an

immediate leadership

® Uncertain Leadership

Transition: Possible
delay in the sale or
discount if a suitable
leadership transition
plan is not in place or is

transition. unclear.

Factors Weak Medium Strong
Leade.rsjhlp No plan or clear A plan in place but some Clear plan in place
Transition successor gaps
Valuation -20-40% discount -10-20% discount o

Impact to EV to EV +0-10% of EV

Buyer's BISk High Moderate Low
Perception
3 g/\\ Samson
20 Partners Group



@ OPERATIONS

DESCRIPTION

B Refers to the efficiency, scalability, and
consistency of a company’s day-to-day
operations.

B Strong operational quality is
demonstrated by streamlined processes,
cost control, and the ability to scale
without compromising quality.

B Weak operations lead to inefficiencies,
poor customer satisfaction, and
increased costs.

WHY PRIVATE EQUITY CARES

B PE firms value businesses with high
operational efficiency because it drives
profitability, scalability, and the ability
to manage growth.

IMPACTS ON SELLER

B Well-run operations reduce risk,
making the business more attractive to
potential buyers.

B Strong Operations:
Higher valuation due to
scalability, efficiency, and
lower risk.

B Weak Operations:
Lower valuation due to
perceived inefficiencies,

higher risk, and

increased cost structure.

B Operational
Improvements:
Potential for a buyer to
invest in operational
improvements post-
acquisition, but the
company may be valued
lower due to current

= MPLE inefficiencies.
Factors Weak Medium Strong
EBITDA Margin | o/ rirpa Margin | 10-15% EBITDA Margin +15% EBITDA Margin
Stability
Valuation -20-40% discount -10-20% discount o
Impact to EV to EV +10-30% of EV
Buyer's BISk Low Moderate High
Perception
SN Samson
& 7}}) Partners Group



@ REPORTING

&

DESCRIPTION

B Refers to the accuracy, consistency, and
timeliness of a company’s financial and
operational reporting,.

B Strong reporting systems provide
reliable, actionable insights that help
drive decision-making, and enable
quick identification of issues.

WHY PRIVATE EQUITY CARES

B Weak reporting leads to poor decision-
making, missed opportunities, and a
lack of transparency, which can raise
concerns during due diligence.

B PE firms value businesses with robust
reporting systems because it provides
clarity and transparency in financial
performance, operations, and key
business metrics.

IMPACTS ON SELLER

B High-quality reporting reduces
operational risk, improves forecasting,
and instills buyer confidence.

B Strong Reporting: B Weak Reporting:

Higher valuation due to Lower valuation due
confidence in accurate to the perceived risk
data, effective decision- from unreliable or
inconsistent data,
potential for hidden

problems, and delays in

making, and transparent
financials.

addressing them.

EXAMPLE

B Reporting

Improvements: A
potential buyer may

see opportunities for
improving reporting,
but a business with weak
reporting will face initial
valuation discounts.

Factors Weak Medium

Some delays &

Unreliable Data . X R
inconsistencies

Data Accuracy

Strong

Highly accurate data
that drives decisions

Vf‘:::c‘:" -15-30% discount -10-15% discount +0-10% premium
_—
Buyer’s Risk High Moderate Low
Perception
3 g/\\ Samson
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@) 1eCH sTACK

&

DESCRIPTION

B Refers to the technology and systems
in place that support the business’s
operations, growth, and innovation.

risks.

B A strong tech stack includes modern,
scalable technologies that enable
automation, security, and data-driven

decision-making.

WHY PRIVATE EQUITY CARES

B A weak tech stack relies on outdated
systems, manual processes, and
increases vulnerability to cybersecurity

B PE firms prioritize a modern tech
stack because it supports operational
efficiency, scalability, and future

growth.

B A strong tech infrastructure reduces
the risk of costly system upgrades
or cyberattacks post-acquisition and

facilitates data-driven decision-making.

IMPACTS ON SELLER

® Modern Tech Stack:
Higher valuation due
to scalability, reduced
risks, and data-driven
operations.

EXAMPLE

® Qutdated Tech Stack:
Lower valuation due
to perceived risks and
potential costs for
upgrades or security
issues.

® Tech Investment
Needs: Potential for
lower initial valuation,
but buyer sees
opportunity for tech
improvements post-sale.

Factors Weak Medium Strong
Cost to Upgrade >$500k $0-500k $0 to negligible
Valuation Be(?omes worl.<|ng Be;omes WOI’|.(Ing No impacts to EV
Impact capital expenditure capital expenditure
Do
Buyer's BISk High Moderate Low
Perception
3 g/\\ Samson
20 Partners Group




